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EXICO BUSINESS INDEX 


Some Aspects of Municipal Finance in New Mexico 


BUSINESS 


Business encountered a slight drop 
in November, according to the limited evi- 
dence available to the Bureau of Business 
Research, but with data on sales experience 
missing (see the editorial on Page 15), it is 
difficult to arrive at firm conclusions con- 
cerning what actually happened to business 
activity as a whole. Despite the apparently 
temporary set-back, however, the indicated 
volume of activity was more than 9 per cent 
ahead of that a year earlier and set a new 
record for November. 

One ofthe more encouraging signs recorded 
in November was the fact that unemployment 
dropped below its year-earlier figure for the 
first time during the entire year. This per- 
formance was aided by substantial gains in 
allindustries except mining and utilities, and 
eventhose two showed considerable improve- 
ment over their levels of the earlier part of 
the year. 

As has been true during most of the past 
year, the largest percentage gains in em- 
ployment were made by the construction in- 
dustry. Indeed, the vigor of construction has 
appeared tobe primarily responsible for that 
extra push which boosted business activity in 
the State to an all-time highand almost com- 
pletely smothered the effects of the recession 

(Continued on Page 13) 


American cities today as never before are out 
after new industry to bolster employment and 
payrolls sothat the cities may grow and prosper. 
This frantic urge to attract new industry has led 
to numerous attempts to discover what are the 
things that new industry looks for in a city. Aside 
from the more obvious factors like a good labor 
supply and adequate transportation, the most 
frequently mentioned requirement is ''good city 
facilities, by which is meant adequate public 
services, running the gamut from the handling of 
sewerage to the provision of cultural attractions. 


There is little question that ''good city facili- 
ties'' can be the most decisive factor in attracting 
new industry as well as in holding existing es- 
tablishments. What, then, are New Mexico's 
cities doing about providing this most important 
ammunition in the battle for industrial growth? 
It is probably not unfair to say that most New 
Mexico cities at present are not doing outstanding 
jobs in providing such facilities, while a number 
of them (including some that cry loudest for in- 
dustrial development) are turning in really poor 
jobs. 


Providing adequate city services requires 
money--lots of it. And, since New Mexico's 
municipal governments perennially complain of 
being financially strapped, the impression is 
that municipal poverty may lie at the bottom of 
the relatively poor showing made by most com- 
munities in providing the services which are 
presumably so highly regarded by potential in- 
dustrialists and businessmen in general. 


Some Aspects of Municipal Finance 


in New Mexico 


By Arthur A. Blumenfeld 


This study was undertaken by the Bureau for 
the primary purpose of alerting New Mexico citi- 
zens tothe problems of municipal finance and 
their relationto the matter of achieving industri- 
al development. In order to accomplish this pur- 
pose, we considered it necessary to delineate 
carefully certain facets of municipal finance: 
sources and volume of revenues, the purposes 
for which revenue is spent and the adequacy of 
the services thus supported (and, therefore, the 
adequacy of the revenues), and the problems 
which surround the raising and spending of mu- 
nicipal money. 


Lest anyone jump to the hasty and unwarranted 
conclusion that we were able to accomplish these 
several jobs, we hasten to inform our readers of 
the principal finding of this study: It is nearly 
impossible to ferret out with any great degree of 
accuracy either how much money New Mexico 
municipalities collect or how much they spend in 
any particular year! 


CHIEF VALUE OF OUR STUDY 


Despite the apparently negative character of 
this finding, the study did provide a rather gener- 
alized picture of the ways in which our munici- 
palities finance themselves. But, more im- 
portant, it pointed up the very great confusion 
which surrounds the practice of municipal finance 
in this state and which effectively prevents any 
clear-cut appraisal ofthe problems of city finance 
or any serious attempt tofind solutions for them. 
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We feel that these findings are important in 
themselves. If New Mexico's towns and cities 
continue to grow, as most of them probably will, 
their citizens will inevitably have to face up to 
the present acute and increasing problems of 
financing city activities. The findings of this 
study at least provide necessary background to 
any attack on these problems. 


CHIEF CAUSES OF MUNICIPAL PROBLEMS 


To understand the problems of city finance and 
the functions and services expected of cities, we 
must briefly examine the general status of a city, 
the multiple levels of government usually present, 
today's impressive city growth, the current trend 
toward urbanization, conflicting opinions regard- 
ing a city's responsibilities to its citizens, and 
various other problems such as those created by 
spiraling inflation and a burgeoning technology. 


City Status 

For our purposes the word city means also 
town and village. The three words describe what 
is, in this discussion, essentially the same thing: 
a permanent place of habitation organized for the 
performance of certain community activities. 

New Mexico cities are children of the State. 
They are created by the State and can do nothing 
without its positive authorization. Here as else- 
where, the city and its activities are the level of 
government and the governmental programs of 
which the individual citizen is most aware. City 
government, then, is in one sense more important 
to the mass of citizens than is any other. 


Multiplicity of Jurisdictions 

One must consider the great multiplicity of 
governing agencies present in most areas before 
assessing the volume of local-government ser- 
vices. In the United States there are approxi- 
mately 100,000 different governments. New 
Mexico, near the bottom in numbers of units per 
state, has 317. A single county in the State will 
have as many as 20 different governments--a 
comparatively smalltotal. The situation of over- 
lapping jurisdictions must be considered when 
government programs and their costs are being 
evaluated. 


Population Growth 

Of paramount importance in appraising the city- 
finance problem is the rapid population growth of 
our municipalities. At present, 77 municipalities 
account for approximately two thirds of our total 
population. In 1950 only half our population lived 
in cities, with three quarters of that number 
living in 16 communities with populations of more 
than 5,000 each. Between 1940 and 1958 our 


rural areas lost 47,500 inhabitants (13 per cent), 
but urban areas gained 446,000 (251 per cent). 
Expectations are that between 1958 and 1965 our 
urban population will increase by 305,000 fora 
total of nearly a million and a percentage of 75 
per cent of all New Mexicans, while the rural 
population gains only about 18,700. 


Urbanization 

Although the cities carry the brunt of our popu- 
lation growth, suburban areas are also growing 
and constitute problems for themselves and for 
adjacent cities: they do not have unified local 
government as do their incorporated neighbors, 
but they do have much the same service needs. 
In densely populated areas city limits may bear 
no relationshipto service requirements. In many 
cases cities shoulder an unfair part of the costs 
of certain services (use of swimming pools, of 


city streets, and the like) which it almost un- 
knowingly provides to people outside its legal 
jurisdiction without receiving from the suburban- 
ites a proportionate share of the support of such 
facilities. We can expect our suburban growth to 
continue ascities grow larger and as people move 
into adjoining unincorporated areas in search of 
"life in the country." 


Conflicts of Opinion 

The new members of our city population, many 
of whom come from more advanced cities, expect 
to enjoy most of the services found "back home." 
The old-time New Mexican accustomed to lower 
levels of service andto lower payments in support 
of local government is not sure that additional 
services are needed. These two groups are in 
constant conflict. 

And the conflict is hard to resolve, for, as 
population grows, there is more than proportional 
growth in demands upon city facilities. A doub- 
ling of population may require more thantwice as 
much in the way of services. Also, the over- 
all public concept of services that city govern- 
ment, as wellas governmentat all levels, should 
provide, has been greatly enlarged to include 
programs once considered entirely outside the 
domain of municipal responsibility. The well- 
known effects of inflation andthe equipment needs 
created by a changing andincreasingly more effi- 
cient technology obviously require greater and 
greater outlays of municipal funds and need only 
be pointed out here. 


THE PATTERN OF OUR STUDY 


The problems of New Mexico municipalities 
are not unique. They are the problems of com- 
munities all across the country that are eager 
But specific details 


for industrial development. 


differ, and it is these details that are of particu- 
lar interest to us. Originally, we meant to i- 
dentify clearly and specifically such distinctive 
details of the problems facing our cities. This 
analysis would have required a statistical sum- 
mary of sources of revenue and types of expendi- 
tures. We planned to examine the finances of 31 
municipalities of more than 4,000 persons each. 
These communities have most keenly felt the 
pangs of growthandthe desire for "development." 
It was believed that their pattern of finance would 
be representative of the towns and villages not 
examined. City-by-city comparisons on both an 
actual and a per-capita basis would have allowed 
us to reach tentative conclusions concerning the 
financing of our cities and would have provided 
the key for determining which services of which 
cities are at levels lower than the national aver- 
age. Rational decisions could then have been 


made concerning requirements of municipalities 
in this state. 


Figures to show the pattern of municipal in- 
come and expense proved unavailable in the length 
of time at our disposal. The original plan was to 
use the Official Budget Estimates prepared by the 
cities and approved by the local-government di- 
vision of the State Department of Finance and 
Administration. Upon determining that these re- 
ports were for many, many reasons unsatisfacto- 
ry, we attempted to utilize both the Quarterly 
Reports of income and expenditures, also filed 
with the Department, and official city audits. 


Although the material obtained from the first 
two reports was of doubtful value, we organized 
it into a more meaningful pattern by major types 
of revenues and expenditures. This reorganiza- 
tion re-emphasized the difficulty of making city 
comparisons today. Municipal financial activity 
in New Mexico is conducted through "funds," a 
general fund and many individual special-purpose 
funds. Every city has a general fund, but in only 
rare cases can the general fund of one city be 
compared with the general fund of another, either 
as to sources or touses. Special funding, with 
the two or three exceptions required by law, is 
conducted on a hit-or-miss basis. Each city 
chooses which sources of revenue to channel into 
its general fund and which to put into special 
funds. Such a system makes useful comparison 
of income or expenditures completely impossible. 
This system of fund accounting requires that ex- 
penditures fit into an adequate over-all program. 
Obviously, this is earmarking--a financial device 
widely used in New Mexico. The reasons for and 
the advantages and shortcomings ofthis procedure 
have been often discussed. It is mentioned here 
only to emphasize the wide use made of it by our 
cities. 


We were ableto obtaincopies of the official city 
audits toward the end of our efforts. In addition 
to time required to gothrough these audits and to 
extract and arrange pertinent materials, we were 
faced with many of the same problems posed by 
the other two reports. Additionally, the audits 
were difficult to work with because they were 
almost all prepared by different auditors, each 
with a different style of presentation. 


In addition to the shortcomings of reporting, 
financial records do not present figures which 
measure the adequacy or inadequacy of particular 
programs. Financial statements always balance. 
But there is not present any inherent supposition 
that the programs represented are also balanced. 
Bookkeeping records by themselves, then, neither 
present problems nor offer solutions. The most 
that can be expected is that when well-kept re- 
cords of communities with services of recognized 
high quality are compared with records of other 
cities, the comparisons may point out inade- 
quacies--and possible solutions--in communities 
offering inferior services. 


SUGGESTED TECHNICAL REFORMS 


Our examination of municipal financial records 
inevitably led to consideration of possible tech- 
nical reforms. Decisions concerning the opera- 
tions of city government must be based on infor- 
mation describing an existing situation. From 
the material currently available we can conclude 
that city officials usually do not have enough in- 
formation on which to base sound policy decisions. 

The use of uniform accounting procedures 
certainly ought to be high on any list of changes 
proposed for city governments generally. Com- 
plementing a new accounting system should be an 
overhauling of the reporting system municipalities 
now employ in their formal relations with the 
State government. The budget and quarterly re- 
ports should be flexible enough to be useful and 
meaningful both to large cities and smallvillages. 


It seems desirable, also, that a member of the 
State Auditor's office audit the municipal financial 
records at the end of each fiscal year. If it is 
more expedient to have this work done by private 
auditors, specifications should be precise. 


We also suggest consideration of an additional 
report to be prepared by each city administration 
for its own use and for use by state officials, 
legislators, and private citizens. This new re- 
port would present income and expenditure items 
in a functional pattern, that is to say that all in- 
come items be listed by types: city-collected 
taxes, all monies received from county, state, 
and/or federal governments; and charges for city 


services and use of city facilities. There would 
also be separate entries for money borrowed 
(bonds sold) during the year and for income from 
municipally owned utilities. The same treatment 
would be accorded expenditures, dividing them 
into severalmajor expense sections such as fire, 
police, sanitation, recreation, administration, 
etc. A key would maintain uniformity between 
cities. Such reporting would make possible effec- 
tive measurement of the differences in revenue 
collections and in expenditure patterns. Almost 
at a glance one could then determine the basic 
revenue sources of any municipality and tell how 
they differ from those of other cities. With re- 
lative ease one could compare cities of similar 
size anywhere in the country. The expenditure 
pattern would show what emphases are placed 
upon which services by different cities. It is this 
aspect of city finances that probably holds the 
greatest interest for the business executive in- 
vestigating new location possibilities. 


SOURCES OF REVENUE 

Although our original plan was abandoned, much 
information has been gathered concerning finan- 
cial activities of New Mexico municipalities. A 


compilation for fiscal 1956 indicated that 73 mu- 
nicipalities were spending $23 million. This 
figure apparently did not include amounts used to 
redeem city bonds, nor, it is suspected, ex- 
penditures from various trust accounts. While 
current figures are not available, our examina- 
tion of 1957 records led us to believe that the 
total for that year may have been as much as 50 
per cent higher. This total is impressive. Still, 
a majority of the communities spent less than 
$100, 000; many spent less than $50, 000. 

Popular belief is that taxes arethe sole source 
of government income. Althoughthis is generally 
not the case, at any level of government (including 
New Mexico municipalities), taxes are the most 
important component of city revenue. In addition 
to taxes, our city governments receive many 
other kinds of revenues. Sources can be divided 
into six categories: taxes, including license 
taxes; revenue from other levels of government; 
fees or other charges from individuals and/or 
businesses, excluding utilities; utility revenue; 


special assessments; and city borrowing. 


TAXES 


TABLE I 


PROPERTY TAXES LEVIED FOR MUNICIPAL PURPOSES 
New Mexico, Fiscal Year 1956-57 


New Mexico municipal taxes and license taxes 


Total Tax For General Purposes For Interest Fund For Sinking Fund 
Assessed 

Value Rate per Production Rate per Production Rate per Production Rate per Production 

(000s) $1, 000 (000s) $1, 000 (000s) $1, 000 (000s) $1, 000 (000s) 
Alamogordo $ 7,586 $ 6.117 $ 46 $2,225 $17 $1. 394 $11 $ 2.498 $ 19 
Albuquerque 108, 795 28. 060* 3,053 2.225 242 7.861 855 16,477 1,793 
Artesia 9, 359 5.533 52 2.225 21 0.721 7 2.587 24 
Aztec 1, 397 18.372 26 -0- -0- 5. 560 8 12.812 18 
Belen 2, 066 20. 287* 42 2.225 5 3.940 8 10,191 21 
Carlsbad 21, 804 10, 648* 232 2.225 49 0.780 17 6, 204 135 
Clayton 2, 267 -0- -0- -0- -0- -0- -0- -0- -0- 
Clovis 16, 358 6.477 106 2.568 42 0.595 10 3.314 54 
Deming 5,424 5.724 31 2.225 12 0.976 5 2.523 14 
Eunice 1,458 51,196 75 -0- -0- 7,873 11 43, 323 63 
Farmington 7,453 17.742 132 -0- -0- 6.019 45 11.723 87 
Gallup 7, 557 20. 905* 158 2.225 17 5.911 45 11.700 88 
Grants 1,576 7. 713* 12 -0- -0- 0. 360 1 2.003 3 
Hobbs 12, 783 22.731 291 -0- -0- 3.298 42 19.433 248 
Jal 1,240 31.391 39 -0- -0- 8.476 11 22.915 28 
Las Cruces 15, 154 9.102 138 2.225 34 2.640 40 4.237 64 
Las Vegas, City 6,370 6.745 . 2 2.225 14 1,298 8 3,222 21 
Las Vegas, Town 1,624 12.530 20 2.225 4 3.176 5 7.129 12 
Lordsburg 3,178 3.738 12 2.225 7 0.519 2 0.994 3 
Lovington 3,874 7.330 28 -0- -0- 0.809 3 6.521 25 
Portales 5, 292 8.920 47 2.225 12 1.523 8 5.172 27 
Raton 6, 332 14.774 94 2.225 14 2.241 14 10. 308 65 
Roswell 27,576 7.028 194 2.225 61 0. 986 27 3.817 105 
Santa Fe 26, 261 9.118 239 3.225 85 1,283 34 4.610 121 
Santa Rosa 912 2.225 2 2.225 2 -0- -0- -0- -0- 
Socorro 2,170 9. 697* 21 2.225 5 2.655 6 3, 881 8 
Taos 1,776 6.771 12 -0- -0- 2.028 4 4.743 8 
Truth or Consequences 5, 265 5.873 31 2.225 12 1.848 10 1.800 9 
Tucumcari 5, 694 6, 388* 36 2,225 13 0.850 5 2.219 13 
Tularosa 889 15, 909 14 2.225 2 6.582 6 7.102 6 


*Total rate includes small levy for meeting conservancy-district charges and/or court judgments. 


Note: Individual items are rounded; therefore, they may not add up to the exact totals used, 


Source: Official Budget Estimates of individual municipalities. 


account for six major sources of revenue anda 
varying number of minor ones. The important 
ones are discussed below. 


The Property Tax 

The New Mexico property tax is shared by all 
major levels of government--municipal, county, 
state, school district; and it is the largest pro- 
ducer of all-purpose city revenue. The property 
tax is alevy upon the assessed value of property. 
The city's share of this tax is based upon from 
three to five factors. Usually, these are general- 
purpose needs for current operations and require- 
ments of the interest fund and of the sinking fund, 
both associated with the general-obligation debt. 
Some communities levy taxes for a judgment fund 
and a conservancy fund. To the municipal prop- 
erty tax are added amounts levied by the State, 
county, and school district, so that the property 
owner pays in a lump sum the total required by 
all four levels of government. 

The general-purpose portion of the tax is the 
smallest segment andis that portion discussed in 
connection with the '"20-mill limit.'' This ''20- 
mill limit" is the maximum levy allowed for the 
combined general purposes of all jurisdictions 
using the tax. Municipalities are legally re- 
stricted to 5 mills of this total. However, for 
many years cities have received only 2.225 mills, 
with the remainder of the general-purpose total 
being divided among the other three governmental 
units. Individual circumstances have led to slight 
adjustments in this rate. Some municipalities 
levy no general-purpose tax at all. The absence 
of such a tax makes it difficult in at least two 
counties to determine exactly what city govern- 
ment costs its residents. Such municipalities 
allow their respective school districts to collect 
the city share of the general-purpose levy. After 
taxes are collected, the school districts transfer 
a portion of their receipts to the cities. Because 
tax rates are thus combined and the higher rate 
is thus applied to a larger area, resulting reve- 
nues are greater than each jurisdiction could have 
collected separately. This device tends to raise 
tax payments on property within the school dis- 
trict but outside the city. In an examination of 
city affairs these indirect tax payments to the 
city are almost always overlooked or at least in- 
correctly reported. 

There is no direct limit upon the tax rates that 
may be levied to service the municipal general- 
obligation bond debt. A city's bonded debt can 
be assumed only after voter approval. Refusal to 
approve bond issues may effectively keep prop- 
erty-tax rates low. Another limitation is exerted 
upon the rate by the regulation limiting the value 
of general-obligation bonds outstanding at any one 
time to an amount not exceeding 4 per cent of the 
assessed valuation of all property within a city. 


Property-tax levies to service the bonded debt 
represent the annual requirements for payment 
of bond interest and principal. These amounts, 
figured in terms of an interest fund and a sinking 
fund, require the largest shares of the total mu- 
nicipal property-tax levy in most communities. 

Many discussions of the property tax are cen- 
tered upon tax rates, but the relationships among 
the assessed value of property and its market 
value and the general equality of assessment are 
highly important. Assessed values are the base 
upon which the tax is levied; the real measure of 
the tax is concerned with the relationship between 
assessed yalue and market value. In New Mexico 
this relationship is often unrealistic, with as- 
sessed value "reportedly levied at one third (33 
per cent), but historically ... assessed perhaps 
atone sixth(17 per cent) to one fifth (20 per cent). "' 
Equalization of assessed values should obviously 
be mandatory. Equal-value property should pay 
equal taxes, but in New Mexico this is not always 
the tase. Many city officials feel that realistic 
assessments, including an equalization program, 
are the answer to a large part of municipal finan- 
cial problems. Such a program, even witha re- 
duced tax rate, would mean increased revenues 
for current operations. 

The sale of bonds is the governmental way of 
borrowing money; and for New Mexico cities 
borrowing is the principal way of acquiring needed 
capital facilities. An intimate relationship exists 
between general-obligation bonding and the prop- 
erty tax. As already pointed out, the primary 
method of retiring bonds is via a property-tax 
levy. State law strictly regulates the issuance of 
bonds and specifically limits suchthings as inter- 
est rates, length of time an issue can run, and 
the value of bonds outstanding at any one time. 
The law also specifies the improvements that 
can be financed in this manner. The "under- 
assessment" of property values general through- 
out New Mexico seriously limits not only the 
volume of property-tax revenue and the amount 
of bonds outstanding, it also restricts the size of 
bond issues. 

Financing city improvements by assuming bond- 
ed debt is not an economical way to acquire fa- 
cilities, but in New Mexico it is usually the only 
way for municipalities. Raising funds through 
bond sales willalways hike final costs by the sum 
of interest charges, legal fees, and other miscel- 
laneous charges inherent in the bonding process. 
Such additional costs may double the original 
price. 


The Gasoline Tax 

In those communities where a gasoline tax is 
levied at the legal maximum--a cent a gallon-- 
and where no sales tax competes with it, the 
gasoline tax is likely to be the largest single 


source of revenue for current city operations. 
Forty-seven communities apply the maximum 
rate; 12 others levy one-half cent per gallon; 18 
cities have none at all. Revenue produced by this 
tax is a direct reflection of area traffic volumes. 
During 1957 approximately $1.5 million was re- 
ceived by gasoline-taxing cities. In 38 commun- 
ities gasoline tax revenue is credited to the gen- 
eral fund and used for regular city activities; 18 
communities earmark it for street maintenance 
and improvement; three divide receipts between 
the general fund and street improvement. 


The Occupation Tax 

~ The municipal occupation tax, if levied at its 
legal maximum of $1 per $1, 000 of gross business 
and not in competition with a sales tax, is usually 
the second largest source of municipal revenue 
for general operating purposes and is the most 
widely used of all local taxes. We were unable 
to find a single municipality not tapping this source 
of income. Establishment is by local ordinance, 
variable rates for different types of businesses 
are used, and certain businesses paying other 
taxes are exempt. Municipalities have the power 
to audit the books of businesses to insure com- 
plete payment. Although we had no opportunity 
to examine operations of this tax, the belief is 
general that much can be doneto improve admin- 
istrative procedures connected with its collection. 


Retail Sales Tax 

During the last two years the city retail-sales 
tax has begun to play an increasingly important 
role in the financial affairs of certain municipal- 
ities. Where used, this tax has quickly become 
the chief revenue producer. Currently, six com- 
munities (Albuquerque, Aztec, Gallup, Grants, 
Farmington, and Espanola) have taken advantage 
of legislation allowing cities to levy a one-cent 
tax upon sales within their limits. A negative 
vote by their citizens has restricted a number of 
communities from using the tax. 

The sales tax was first approved by the 1955 
Legislature as an emergency measure to help 
Albuquerque out of a financial emergency. As 
passed, the law applied only to communities of at 
least 75,000 and provided that the tax be enacted 
by local ordinance. Albuquerque began collection 
in May 1955. During 1956, the first full year of 
collection, revenues amounted to $2.25 million. 
The 1957 Legislature amended the law and al- 
lowed adoption of this tax by all cities upon 
approval ‘by a majority of city voters, with con- 
tinual use to depend upon a favorable vote every 
two years. Five communities (as listed above 
excepting Albuquerque) adopted the tax on this 
basis. Monthly collections for four of the com- 
munities (Espanola adopted the tax only in De- 
cember 1958) have been approximately $350, 000. 


Albuquerque's 1958 collections will be in the 
neighborhood of $3 million. A full year's collec- 
tions will probably come close to $500,000 for 
Farmington, $300,000 for Gallup, $100,000 for 
Grants, and $60,000 for Aztec. These amounts 
will, of course, increase as business expands. 
City officials object to the requirement that 
continuation of this tax depends upon voter ap- 
proval every two years. Such a regulation ob- 
viously restricts city planning. As one city man- 


ager wrote us, "One dare not plan beyond the next 
election. " 


Liquor-License Tax 

A municipal liquor-license tax is levied by 65 
New Mexico communities, including all the ori- 
ginal 31 (except Clovis and Portales) for which 
we planned to present detailed financial informa- 
tion. The State Bureau of Revenue has estimated 
that total municipal receipts from liquor licenses 
approximated $636,000 during fiscal 1958, with 
income averaging $3,000 per city. Larger com- 
munities derive considerable revenue from this 
tax, but to a great extent itis as much a regulator 
device as a revenue producer. 


Franchise Tax 

A franchise tax is collected by all municipali- 
ties in which privately owned public utilities (gas, 
electric, water, telephone) operate. Individual 
rates are established by the individual franchise 
agreement. Current tax payments made to our 
original 31 communities by those utilities regu- 
lated by the State Public Service Commission 
(electric, gas, water) total $567,000. Telephone 
company payments would probably raise the sum 
to more than $700, 000. In those communities for 
which we have accurate information 56 per cent 
of the franchise tax is paid by electric companies, 
40 percent by gas firms, and 4 per cent by water 
utilities. 


Other Taxes 

Various types of license and special-permit 
taxes complete the city tax picture. In general, 
these are not important sources of income, ex- 
cept that when funds are short every source of 
revenue is important. Municipal building-permit 
fees are one of the most widely employed of 
the miscellaneous sources. During fiscal 1957, 
Albuquerque, Farmington, and Alamogordo--top 
cities in this category--reported revenue of 
$134,000, $29,000 and $17, 000 respectively. 


ASSISTANCE FROM OTHER GOVERNMENTS 
State financial assistance represents dn im- 
portant portion of city revenues. New Mexico 
municipalities may receive such aid in four or 
five forms: motor-vehicle license fees, driver's 
license fees, the cigarette tax, and the Fire 


Protection Fund. Certain communities also re- 
ceive aid for road construction. 

The distinction between what is a city tax and 
what is a state grant is not always clear. In 
designating a revenue source as belonging to 
a certain level of government, the determining 
factor appears to be who has the direct power to 
levy the tax. Although all city activities must be 
sanctioned by state law, city governments are 
given discretionary power to impose a wide as- 
sortment of taxes, but the various items listed 
above as grants are results of direct applications 
of the State's taxing power. 


Motor-Vehicle License Fees 

The largest source of state aidto municipalities 
is motor-vehicle license fees, collected and dis- 
tributed by the State Bureau of Revenue. The 
following shows the distribution of these fees 
after administrative costs are deducted: 


State Road Fund --- 37 1/2 per cent 
(State Highway Department) 

State-County Road Fund --- 37 1/2 per cent 
(Individual county treasurers) 


County-Municipal Fund --- 10 per cent 
(Individual county treasurers for all cities 
in county) 


County Levy Fund --- 15 per cent 
(Individual county treasurers for county 
road fund, and all cities and school 
districts in county) 


Individual counties receive funds from the 
State-County Road Fund onthe basis of fees 
collected and miles of road in each county. The 
County Municipal Fund and the County Levy Fund 
goto each county treasurer inaccordance withhis 
county's contribution to total collections. Each 
county treasurer maintains these funds separately. 
The municipal fund is distributed to each city in 
the same ratio as that existing between assessed 
property valuation of each municipality and the 
total assessed value of all municipalities in the 
county. The levy fund is always distributed in 
accordance with the contribution of the three 
levels of government (county, school district, 
cities) to the general-purposes portion of the 
property tax. Individual municipalities receive 
more money from the municipal fund than from 
the levy fund; for, even though the municipal fund 
getsthe smaller share of the total, cities receive 
all of it, while the levy fund is dividedthree ways. 


Untila February 1958 ruling by the State Attor- 
ney General, the basis for distribution ofthe levy 
fund was the ratio of total property tax collected 
by each jurisdiction to the grand total of such 
revenue collected by all jurisdictions. This ruling 
reduced the share going to cities, since the cities 


TABLE Il 


MUNICIPAL REVENUE FROM SELECTED SOURCES 
New Mexico, Fiscal Year 1956-57 


Gasolirie Franchise Liquor-License Occupation 
Tax Tax** Tax Tax 


Alamogordo $ 54,900 $ 19,700 $ 6,700 $ 26,300 
Albuquerque 265, 400* 237, 800 210, 800 260, 600 
Artesia 28, 800 14, 900 18, 000 24,000 
Aztec 18,000 4,000 4,000 10,100 
Belen 9,600 4,400 9,400 10, 200 
Carlsbad 77,800 32,500 36, 000 38,000 
Clayton -0- 2,200 2,900 2,700 
Clovis -0- 36,000 -0- 52, 100 
Deming 18, 200* 6,000 9,000 10,900 
Eunice 16,600 4,200 3,800 5,500 
Farmington 75,000 8, 800 15, 000 46, 300 
Gallup 90, 700 7,300 34, 200 35,000 
Grants 36, 000 2,400 7,500 14,000 
Hobbs 95, 300 29,100 30, 800 65, 800 
Jal 12,900 2,400 3,000 3,400 
Las Cruces 53, 000* 16,400 14, 300 41,800 
Las Vegas, City 21,400 7,700 7,000 14,400 
Las Vegas, Town 8,600 2,600 8,100 4,400 
Lordsburg 54, 300 3,220 5, 600 3,800 
Lovington 37,400 4,400 7,000 25, 600 
Portales -0- 10, 900 -0- 10, 300 
Raton 31, 200 -0- 12,100 14,000 
Roswell 53, 200* 42,900 44,000 126, 200 
Santa Fe 77, 200 54,600 43,600 81,100 
Santa Rosa 31,700 -0- 2,400 1,300 
Silver City 18, 300 8, 600 11,500 15,400 
Socorro 29,000 -0- 6,600 6,400 
Taos 5, 300 -0- 6,800 6,400 
Truth or 

Consequences 14, 300 100 7,100 10, 000 
Tucumcari 47,300 4,600 7,600 11,500 
Tularosa 8,900 -0- 1,100 2,800 


*Half cent per gallon. All others, one cent per gallon. 

**Does not include taxes paid by teleph pani 

Sources: Gasoline Tax: New Mexico Petroleum Information Committee 
Franchise Tax: New Mexico Public Service Commission 
Liquor-License Tax: New Mexico Bureau of Revenue 
Occupation Tax; Individual city records 


generally levy the largest share of the total prop- 
erty tax, but the smallest share of the general- 
purposes portion. At least two communities have 
not been receiving any county-levy funds, for they 
levied no property tax. Under the new ruling, 
additional cities--those allowing their school 
districts to levy their share of the property tax-- 
will not share in the fund. The new ruling may 
encourage municipalities to take their general- 
purposes portion of the tax or to try for a larger 
share, since the bigger the slice of the property 
tax, the bigger the share of license fees. 


During fiscai 1957, $1.2 million was distri- 
buted to county treasurers for levy funds, and 
$798,000 for municipal funds. Fiscal-1958 dis- 
tribution was about 5 per cent higher. 

The method used in Farmington to distribute 
license plates is interesting. Usually, a county 
license-plate distributor, a private businessman 
appointed by the State Bureau of Revenue, handles 
such distribution and collects a fee for each li- 
cense issued. But the city of Farmington has 
been designated license-p]late distributor and col- 
lects all fees. On the face of it, the system 


— 
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seems worthy of examinationas a wayto increase 
municipal revenue and improve distribution. 

That the distribution of the motor-vehicle li- 
cense fees is generally confusing is well illus- 
trated by a comment in the New Mexico Tax 
Bulletin, January 1956: 

"First, we slice out 4% to take care of the cost 
of collection. From the remaining 96%, we cut 
off 37 1/2% and send it to the State Highway De- 
partment to build highways. Then we slice out 
37 1/2% for the counties for roads, but before we 
send this slice to the counties, we have to cut it 
in half. One half of 37 1/2% of 96% is distributed 
on the basis of miles of road. The other half is 
distributed on the basis of the amount of fees 
collected. 

"We still have 25% of the 96% left to divide. 

"Ten per cent is cut out and sent to the county 
treasurers inthe same ratio as the fees collected 
in each county bear to the total fees collected in 
the state. Even this little piece can't be eaten 
intact. The county treasurer has to divide the 
cut among the municipalities in the county, in the 
proportion that the assessed valuation of each 
municipality bears to the total assessed value of 
all municipalities in the county. 

"The final 15% of 96% is also sent tothe county 
treasurers in proportion to the fees collected. Is 
it left large enough for a decent bite? The law 
provides that 15% shall be divided 'between the 
county and school district funds of such county 
and the various cities, towns, and villages there- 
in, in the same proportion that the receipts from 
general property taxes, other thantaxes for state 
purposes, received by saidtreasurer forthe year 
in which such distribution is to be made.' 

"And that's the end of the pie, down to the last 
crumb, except that if the Bureau of Revenue 
doesn't eat all of its 4%, the remainder reverts to 
the general fund and the next legislature decides 
what to do with it. 

"There must be a simpler way to distribute this 
money." 


Driver's Licenses 

Municipalities receive 50 per cent of the reve- 
nue they collect for issuing state driver's licenses. 
The total collectionof eachcity goes tothe Bureau 
of Revenue, which returns half if the licenses 
have been legally issued. During fiscal 1958, 
$231,000 went back to municipalities. Fiscal 
1957 total distribution was $182,000, almost 90 
per cent of which went to our original 31 com- 
munities. These funds are not all real income, 
as there are obvious costs of personnel and 
supplies to be met. 


Cigarette Tax 
A recent addition to municipal revenues is the 
luxury or cigarette tax. Legislation passed in 


1951 gave cities the power to levy a one-cent tax 
on each pack of 20 cigarettes and required that 
receipts be placed ina special recreation fund. 
Revenue bonds supported by this income could be 
sold to provide recreational facilities. This per- 
missive power was revoked in 1955 for all muni- 
cipalities except those that had pledged income to 
a revenue-bond issue. Where bonds were out- 
standing, the municipality was allowed to continue 
the tax only until they were paid off. By 1955, 12 
communities had elected to use the cigarette tax, 
but only one (Santa Fe) had chosen to sell bonds. 
Simultaneously with revocation, the State in- 
creased its cigarette tax from 4 to 5 cents per 
pack, with 4 cents still earmarked for the De- 
partment of Public Welfare (this earmarking was 
abolished by the 1957 Legislature) and the ad- 
ditional penny earmarked for a County-Municipal 
Recreation Fund. The State Bureau of Revenue 
was made responsible for collections, and the 
State Treasurer for its distribution to counties 
and municipalities, with eachcity or county share 
to be determined by the proportion of total re- 
ceipts collected in each jurisdiction. Cities and 
counties are still requiredto maintainthese funds 
in special recreation accounts. 

Fiscal-1958 distribution from the State County- 
Municipal Recreation Fund totaled $754, 000-- 
approximat2ly 9 per cent more than in the year 
preceding. During 1957 our original 31 commu- 
nities received 75 per cent of the total distribu- 
tion. Obviously, there is no reason that this 
earmarked source of revenue should bear any re- 
lation to community recreational needs. 


Fire Protection Fund 

The distribution of the State Fire Protection 
Fund has been arousing much interest, following 
changes made by the 1955 special session of the 
Legislature. Previously, this fund was supported 
by a 2 percent tax upon fire-insurance premiums 
collected inthe State. The 1955 change increased 
the base of this fund by a similar tax on motor- 
vehicle insurance premiums. Prior tothe change, 
receipts were $362,000 per year. Income doubled 
to $716,000 during fiscal 1957. Statutory provi- 
sions established a maximum distributionto each 
municipality of $4,000 and to each county fire 
district of $2,000, funds to be placed in special 
accounts used only for fire protection. During 
fiscal 1957, $362,000 was distributed to approx- 
imately 100 municipalities and fire districts. 
The 1955 Legislature required that the remainder 
of the fund, less administrative costs, revert 
to the State's General Fund. The amount was 
$342,000 for fiscal 1957 and $405, 000 for fiscal 
1958. 

Much discussion has centered on a redistribu- 
tion of the. money now being transferred to the 
General Fund. Part of this discussion apparently 


originated from a misunderstanding --that the Fire 
Protection Fund accumulates revenue only from 
a tax upon fire-insurance premiums and that 
revenue so collected should--but does not--go to 
provide fire protection. As shown, this is not the 
case. Approximately the same amount collected 
from fire premiums does go to provide fire pro- 
tection. The amount going to the General Fund 
generates interest because cities are short of 
revenue and see the fire fund as a source of ad- 
ditional income. 

Actually, the money channeled into the General 
Fund would not help much in solving municipal 
financial problems. By doublingthe share of each 
recipient to $8,000 for municipalities and $4, 000 
for fire districts, we would come close to using 
the entire fund, but without supplying really sig- 
nificant aid to those areas badly in need of funds. 
The present maximum is morethan sufficient for 
some communities; an additional $4, 000 would be 
superfluous. 

There is a possibility that the fund could be 
divided according to the number of fire stations 
in a locality, withan amount being made available 
for each station. Although this method would in- 
crease the income ofthe communities, it probably 
would not do much to help the over-all problem. 
The municipal Fire Protection Fund is another 
example of a special-purpose fund with no relation 
to the financial requirements of a particular pro- 
gram. 


Highway Aid . 

The State Highway Department assists commu- 
nities by providing funds for the improvement of 
municipal arterial streets. The municipalities 
request assistance from the Highway Department 
for certain specific projects, and the department 
approves the requests in order of greatest im- 
portance and to the extent that funds are avail- 
able. During fiscal 1957, 8 municipalities shared 
$722,000 made available for arterials. During 
1958, 9 cities, 4 from the 1957 group plus 5 ad- 
ditional ones, shared $788, 000. In general, these 
funds are paid directly into municipal paving dis- 
tricts and are added to other funds received by 
these districts. As explained below, paving dis- 
tricts are maintained outside of normal city 
affairs, and receipts from the Highway Depart- 
ment are hard to find in the financial records of 
municipalities. 


SUGGESTED STATE-AID PROGRAM 

As indicated, the state government provides 
financial assistance to municipalities for various 
purposes (usually to aid specific city programs) 
and earmarked to specific funds. The compli- 
cated method of distribution followed is unneces- 
sary and cumbersome. In most cases, earmark- 
ing is a simple, not completely satisfactory, but 


operative device for distributing funds. In many 
instances itis an attempt to solve a problem with 
a formula, rather than with rational consideration 


‘of the characteristics of the situation. It would 
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seem to us that by providing these funds the state 
government recognizes a responsibility to assist 
in the financing of local services, but that by ear- 
marking funds and providing for formula distri- 
bution it disregards its duty to see that adequate 
assistance is given those communities with un- 
usual difficulties. 

A suggested method of lessening the confusion 
and increasing the effectiveness of state assist- 
ance is a plan that would eliminate the numerous 
specific types of paymentsto municipalities from 
earmarked sources and replace them with a single 
lump-sum grant. Such a system would greatly 
simplify municipal, state, and county bookkeeping 
problems. But, primarily, it would enable the 
State to make more money available to those 
areas with the greatest need. The Legislature 
should assume its full responsibility and become 
directly involved in the affairs of cities. Our 
proposal would still leave room for individual 
city officials to present their cases to the Legis- 
lature and request certain additional sums. Dis- 
tribution could then be made onthe basis of need. 
This proposal does not require a larger outlay 
than is now the case. In total, the State is annu- 
ally providing between $2. 5and $3.5 million tothe 
cities. The exact amount could be established as 
the total budget for state assistance to the muni- 
cipalities. It would then be possible, through 
hearings on individual requests, to divide that 
total. In such a system it would be wise to es- 
tablish minimum aid based upon some criterion 
of size. From the city point of view, state finan- 
cial grants probably should go into the general 
fund and then be used to support such services as 
are in the greatest need. 


COUNTY AND FEDERAL AID 

Municipalities also receive funds from their 
county and from the federal government. School 
districts make no real payments to cities, so far 
as we were able to determine. Transfers that 
exist are involved with property-tax transactions, 

Usually, revenue from county and federal gov- 
ernments is small and difficult to identify and 
trace. In general, county governments buy cer- 
tain services from municipalities--fire and police 
protection, planning service, library service, etc. 

Federal financial assistance to New Mexico 
cities has beeninsignificant in the past, but there 
is much pressure to increase such aid. Washing- 
ton does help with programs established by Con- 
gress, though we found only one community re- 
ceiving such assistance (for an urban renewal pilot 
project) in fiscal 1957. During the current year 
another community will get federal assistance in 


TABLE Ill 


STATE AID TO MUNICIPALITIES 
New Mexico, Fiscal Year 1956-57 


Motor-Vehicle License Fees 
County -Municipal County Levy Driver's Cigarette Road Construction 
Fund Fund Licenses Tax Aid 
Alamogordo $ 21,500 $ 4,700 $ 6,300 $ 19,600 $ 66,500 
Albuquerque 202, 500 151, 700 48, 900 183, 800 504, 700 
Artesia 14, 700 1,600 4,200 15, 500 -- 
Aztec 10, 800 2,800 2,600 4,800 -- 
Belen 11, 900 2,300 2,400 5, 800 -- 
Carlsbad 34,400 7,200 8,100 32,900 -- 
Clayton 6, 200 -- 1,900 6, 000 2,000 
Clovis 27,800 6, 300 5, 600 19, 600 -- 
Deming 9, 600 1,100 2,400 8, 800 -- 
Eunice 4,900 2,000 2,500 4,300 -- 
Farmington 54, 700 14, 200 7,700 20,400 -- 
Gallup 23, 300 12,000 4,500 13, 500 -- 
Grants 7,200 600 2,900 9,200 -- 
Hobbs 52,900 7,800 8,400 34, 900 45, 100 
Jal 6, 300 1,000 na 6,000 -- 
Las Cruces 32, 800 5,000 7,700 21,600 -- 
Las Vegas, City 8, 200 1,700 2,200 6, 200 -- 
Las Vegas, Town 2,700 800 1,600 3,700 -- 
Lordsburg 5,100 400 1,100 4,500 21,200 
Lovington 23, 800 800 4,300 14, 200 -- 
Portales 15, 000 3,100 3,700 9, 200 -- 
Raton 11,400 4,600 1,700 6,100 -- 
Roswell 51,400 12,500 9,900 37, 200 24,500 
Santa Fe 37, 800 13, 800 9,900 31,300 24, 200 
Santa Rosa 2,200 100 900 3,100 -- 
Silver City 13, 000 -- 2,500 8,400 -- 
Socorro 7, 300 1,300 na 6,100 -- 
Taos 8, 700 1,000 2,000 4,500 -- 
Truth or 
Consequences 5,200 1,400 1, 600 4,300 -- 
Tucumcari 12, 400 1,800 2,700 9,200 -- 
Tularosa 4,600 1,400 1,200 1,900 -- 


na - not available 


Sources: Motor-Vehicle License Fees: Computed by Bureau of Business Research from reports of New Mexico Bureau 
of Revenue and New Mexico Department of Finance and Administration 
Driver's Licenses, Cigarette Tax: New Mexico Bureau of Revenue 


Santa Fe Cigarette Tax: City of Santa Fe 


Road Construction Aid: New Mexico State Highway Department 


building a sewerage disposal plant. Desire is 
strong for our cities to share in federal funds 
made available for city planning, community 
facilities, and urban renewal. Any broad par- 
ticipation requires action by the State Legislature. 


MISCELLANEOUS INCOME 

Municipalities charge individual citizens and 
businesses for certain services and for the use 
of certain facilities. They also receive other 
important income from a wide variety of miscel- 
laneous sources. (Operating income of munici- 
pally owned utilities, receipts from  special- 
assessment trust funds, and borrowed funds are 
not included in this miscellaneous group.) As 
much as 30 per cent of all revenues may come 
from the items "at the bottom of the income 
statement,'' which constitute a most confusing 
area of city finance. If three municipalities han- 
dle certain monies in one way, we can fairly 
safely assume that the next three will handle 
them completely differently. These varied reve- 
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nues go either into the general fund, into some 
special-purpose fund (possibly, along with other 
income), or into several funds. 


Garbage-Collection Fees 

A large source of income consists of fees for 
garbage collection. All 31 of our communities 
collect garbage within their area, but use such 
various methods to record the operations that a 
clear over-all picture is not available. Many 
cities try to maintain a self-supporting garbage 
program. In many cases the financial records 
make it difficult to know how garbage income 
relates to costs. 


Police Fines 

Municipal revenue is derived from police fines 
in all 31 communities. In certain cities revenues 
from fines reach significant proportions ranging 
from about 50 cents per inhabitant in some cities 
to about $5 per person in others. Any conclusion 
that citizens of one community are more law- 


abiding than those of another cannot be drawn 
from these figures. Too many factors enter into 
fine collections. 


Parking Meters 

Parking meters were first authorized by the 
1951 Legislature to provide revenue for off-street 
parking facilities and traffic-control devices in 
our cities. Parking meters, considered a traffic- 
control device in some areas, supply several New 
Mexico cities with important revenue. Approx- 
imately 20 of our 31 cities use meters. If all 
municipalities were checked, it is unlikely that 
the total number of meter users would increase, 
because only the larger communities have the 
traffic problems which meters attempt to solve. 


Other Revenue 

Municipalities raise revenue from a host of 
other sources: rents for airports, for excess 
space in city buildings, and for unused city equip- 
ment; returns from sales of surplus equipment 
and materials; admission charges to recreational 
facilities; income from the dog pound; paving-cut 
revenues; and sewer charges. Municipalities, 
particularly the larger ones, receive interest 
income from the investment of currently unneeded 
funds. Each community seems to have its own 
combination of such sources of income. Ina 
majority of cases, receipts are negligible, al- 
though certain items in certain communities may 
assume significant size. 


Transfer Items 

Transfers §rom municipally operated utilities 
provide important revenue for some cities. (A 
transfer item originates in a utility operating 
account as a utility surplus or "profit.'') The 
transfer of income is particularly important in 
those communities operating their own gas or 
electric plant. This income is transferred to the 
city's general fund for use in financing general 
city operations. In about 10 of our 31 commun- 
ities such transfers exceeded $10,000. In those 
cities operating gas and electric utilities they 
comprised the largest single source of municipal 
revenue, 


PUBLIC UTILITIES 

Public utilities are operated by 28 of the 31 
municipalities investigated. All 28 provide water, 
five produce electricity, and four distribute natu- 
ral gas to their communities. All cities maintain 
their utility operations and utility financial re- 
cords apart from regular city activities. In ad- 
dition to providing necessary services, cities 
operate utilities forthe surplus (profit) received, 
which helps finance regular city activities. The 
utility surplus is transferred to the general fund, 
as stated above. 
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Although the municipal utility is considered a 
blessing in most communities, several things 
must be considered before final evaluation can be 
made. The surplus of the municipal facility, 
which is achieved through the efforts and risks of 
normal business activity, must be compared with 
the franchise tax that the city would collect with- 
out effort or risk from a privately owned utility. 
Of primary interest to customers of a public 
utility is its rate structure. Are normal rates 
hiding an inefficient operation that is able to ''get 
by" because of tax advantages ? Is the rate struc- 
ture set tolevy a hiddentax uponthe consumer so 
that he is providing the surplus without realizing 
it? State law allows municipalities to place their 
utility operations under the regulation of the State 
Public Service Commission, which supervises 
the operations of utilities (except telephone com- 
panies) operating in the State. A recent publica- 
tion of this commission indicated that no munici- 
pality has yet elected to bring itself under the 
commission's jurisdiction. 

Many communities receive a surplus from the 
operation of water utilities, but the electric and 
natural gas facilities are usually most lucrative. 
In Las Cruces the gas utility and in Gallup the 
electric utility produce revenue in excess of 
$100,000 for city activities. The Clayton elec- 
tric utility is considered the financial bulwark of 
the local government, providing approximately 
$75, 000 for the general fund during fiscal 1957. 

In an over-all analysis of city affairs or in any 
comparison of the levels of activities in different 
cities, the position of the municipally operated 
utility is most important. If utility financial 
figures are lumped withregular citytransactions, 
total income and expenditures are unrealistically 
large. In such cases it would appear that a city 
is taxing its citizens heavily and also spending 
heavily for services. Such might not necessarily 
be true. 


SPECIAL-ASSESSMENT DISTRICTS 

In many communities the special-assessment 
district is widely used to finance certain types of 
municipal capital improvements. Districts are 
established under provisions of state law to pro- 
vide facilities that are both needed bythe city and 
beneficial to particular property owners. They 
are initiated by a city government when the need 
for facilities is pressing, but regular funds are 
not available. Assessments are levied against 
the benefiting property to finance the project. 
Most special assessments are for paving dis- 
tricts, but we do have sewer districts and can 
legally have specialdistricts for street lights and 
sidewalks. Our special districts are concen- 
trated in those areas that are growing most 
rapidly. Primarily, special-assessment dis- 
tricts represent a method of emergency financing. 
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Rapid growth requires immediate facilities that 
cannot wait for normal financing. 

Initial project funds are raised through a sale of 
bonds, with the city officially acting as middleman 
between the bond buyers andthe affected property 
owners. The city will have no direct financial 
responsibilities with regard to bond interest and 
principal payments. In certain circumstances-- 
when benefits of the project will be city-wide-- 
the city may contribute financial assistance to the 
district, but as a property owner rather than as 
a governmental unit. For example, cities will 
generally assume partial paving costs for streets 
that exceed certain widths. The State may give 
financial assistance to a paving district where 
benefits will extend beyond the particular city. 

The city at all times officially considers itself 
chiefly atrustee ofthe district for the bondholders 
and does not feel that special-district projects 
are a part of its governmental activities. In dis- 
cussions of city finances the transactions of 
special districts are usually not considered. It 
is obvious, though, that for complete understand- 
ing of city activity these districts must be con- 
sidered--first, as they represent a cost to the 
citizens for local facilities and, second, as they 
represent the value of facilities placed within the 
city. Special-district funds have the character- 
istics of normal city monies, but are maintained 
separately. -However, in determining what the 
average citizen pays tosupport localservices and 
what he gets in return, one must assuredly take 
these districts into account. 


REVENUE BONDS 
In addition to the general-obligation bonds dis- 
cussed above, municipalities may borrow funds 


by issuing revenue bonds. These bonds are issued 
under provisions of state law usually to acquire 
revenue-producing facilities. Most often, such 
bonds have been sold to finance a municipally 
owned public utility; but a few issues have been 
aimed at income-producing recreational facili- 
ties, and in two communities we noticed the 
pledging of gasoline-tax income to a revenue-bond 
issue for street improvements. Revenue bonds 
have no claim against regular city funds; interest 
and principal can be paid only from income pro- 
duced by the particular facility or from revenues 
pledged to the bonds. The statements concerning 
increases in total costs resulting from the bonding 
process mentioned in connection with general- 
obligation bonds are also true for revenue bonds. 


CONCLUSIONS 

Despite the lack of objective standards by which 
to measure adequacy of city services and despite 
the lack of accurate information concerning re- 
ceipts and expenditures, it is fairly clear that 
most New Mexico municipalities are financially 
unable to provide the services expected of modern 
cities, that the over-all problem of city financing 
has never been attacked, that the financial pro- 
cedures are archaic and confused, that the struc- 
ture of revenues and expenditures is a make-shift 
arrangement which has been built on expediency, 
and that a complete overhauling is urgently need- 
ed to prevent civic decay and provide a sound 
basis for economic development. Reform of mu- 
nicipal finance will require (1) a careful consid- 
eration of which services we expect city govern- 
ment to supply; (2) a determination of what it will 
cost to provide them; (3) and a realistic examin- 
ation of potential sources of revenue. 


INSTEAD OF FIGURES--WORDS 


Our readers will note two outstanding features 
of this issue of our monthly bulletin: (1) it is 
nearly a month late; (2) it contains no figures on 
sales activity. Neither of these features affords 
us any comfort or pride. Both are related to the 
same cause--delay in the reporting of School Tax 
collections. 

Over the years this Bureau has tried to learn 
to live with delay, and overthe yearsthis specific 
delay has caused us to be later and later in the 
publication of NEW MEXICO BUSINESS, so that 
now the bulletin almost always appears during the 
month after the one for which it is dated. But 
never before have we waited in vain. This time, 
however, we discover that the correct figures 
showing the volume of business done in November 
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will never be compiled. The complete expla- 
nation forthis situation is pretty complicated, but 
basically it boils down to the fact that mass de- 
partures from the Bureau of Revenue in December 
made it impossible to complete the processing of 
December tax reports (showing business done in 
November). As a result, part of those reports 
has been comingled with the January reports 
(showing business done in December); and it will 
not be possible to distinguish that part from the 
business done in December. 

Since the reported figures covering only a por- 
tion of November's business are entirely mis- 
leading, we have decided not to publish them. In 
consequence, we are forced to follow the advice 


(Continued on Page 15) 
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Business Activity in New Mexico 


Per Cent Change 
November 1958 from 


INDEX 


November 1958 


November Year Earlier Oct. Nov. (Average Month 
1958 November 1957 1958 1957 1947-49 = 100) 
Index of Business Activity (1947-49 = 100) 258.7 236.9 - 2.3 + 9.2 258.7 
*Sales of Retail Stores (1, 000s) $ na $ 94,853 - - - 
Apparel Stores na 2,810 - - - 
Automotive Dealers na 27, 284 - - - 
Subsistence Stores na 21, 803 - - - 
Furniture and Appliance Stores na 3, 733 - - - 
Building Materials Dealers na 7, 604 - - - 
Other Retail Stores na 31,619 - - - 
*Sales of Amusement Establishments (1, 000s) $ na $ 1,049 - - - 
*Sales of Service Establishments (1, 000s) na 10, 964 - - - 
*Sales of Contractors (1, 000s) na 23,364 . - - 
*Sales of Wholesalers (1, 000s) na 28, 036 - - - 
*Public Utilities' and Carriers' Sales (1, 000s) na 12, 957 - - - 
*Life Insurance Sales (1, 000s) 21,150 21,097 - @€.7 + 0.3 603.1 
*Bank Debits, 36 banks (1, 000s) $459, 872 $390,927 - 6.5 + 17.6 283.14 
Bank Loans and Discounts, 36 banks (1, 000s¥ 45,714 35, 483 - 2.5 + 28.8 266. 8? 
Demand Deposits, 36 banks (1, 000s)© 360, 734 315, 801 + 5.4 + 14.2 190, 52 
Time Deposits, 36 banks (1, 000s)° 114, 483 98, 720 + 0.7 + 16.0 319. 54 
Business Failure Liabilities (1, 000s)» 14 74 - 25.3 - 81.2 48.9 
Wage Workers in Nonagricultural Establishments 222,400 213,700 * 1.4 + 4.1 168.9 
* in Manufacturing 22,100 21,100 + 1.4 + 4.7 222.8 
in Mining 14,700 17,400 + 8.1 - 15.5 127.6 
in Transportation and Utilities 19, 700 20, 400 + 1.0 - 3.4 131.3 
in Trade 49,700 48,000 + 0.4 + 3.5 167.3 
in Finance, Insurance, and Real Estate 8,400 7,800 0.0 + TF 286.2 
in Services and Miscellaneous 28, 600 26, 800 - 0.3 * €.7% 133.3 
in Government 57, 700 54, 800 + 0.2 + 5.3 202.2 
in Contract Construction 21,500 17,400 + 2.9 + 23.6 170.1 
Number of Insured Unemployed 3,279 3, 602 - 3.8 - 9.0 -- 
Rate of Unemployment (as per cent of labor force) 1,82 2.07 - 7.6 - 12.1 117.0 
*Building Permits, total 16 cities (1, 000s) $ 6,301 $ 7,160 42.8 - 12.0 250. 0# 
Residential 4,928 3,957 - 40.7 + 24.5 316,14 
Nonresidential 693 2,653 - 65.3 - 13.9 102, 2 
Other 680 550 - 4.2 + 23.7 240, 28 
*Petroleum Production (1, 000s of bbls) 8,212 7, 644 - 3.9 * Fa 216.5 
Natural Gas Production (millions of cu ft) 61, 484 69, 582 + 12.1 - 11.6 382.3 
*Electric Power Production (1, 000s of kwhs) 245,421 219, 621 + 4,3 + Ht 278.1 
*Index of Total Metallics Production (1947-49 = 100) 75.4 76.0 +239.6 - 0.8 75.4 
Mine Production - Copper (1, 000s of lbs) 12,989 6, 600 +228.0 + 27.3 122.9 
Mine Production - Lead (1, 000s of lbs) na 500 na na na 
Mine Production - Zinc (1, 000s of lbs) na 3,400 na na na 
*Mine Production - Potash (1, 000s of tons) 1,128 1,070 - 1.8 + BF 281.9 
Index of All Farm Prices (1947-49 = 100) 106.9 95.2 - 3.4 + 12.3 106.9 
Index of Livestock Prices 115.8 $7.0 - 3.6 + 19.4 115.8 
Index of Crop Prices 92.5 97.6 - 2.8 5.2 92.5 
Receipts from All Farm Marketings (1, 000s) $ na $ 37,731 - - - 
Livestock and Products na 19,402 - - - 
Crops na 18, 329 - - - 
Per Cent Change INDEX 
December 1958 from December 1958 
December Year Earlier Nov, Dec, (Average Month 
1958 December 1957 1958 1957 1947-49 = 100) 
Bank Debits, 36 banks (1, 000s) $529, 443 $428, 325 + 15.1 + 23.6 325, 84 
Bank Loans and Discounts, 36 banks (1, 000s) 52, 966 47,913 + 15.9 + 10.5 309. 24 
Demand Deposits, 36 banks (1, 000s) 363,678 321, 642 + 0.8 + 13.1 192. 0 
Time Deposits, 36 banks (1, 000s) 116, 216 99,009 * 1.8 + 17.4 324, 32 
Wage Workers in Nonagricultural Establishments 224,900 215, 700 + 0.8 + 4.3 170.8 
Number of Insured Unemployed 4,068 4,622 + 24.1 - 12.0 -< 
Rate of Unemployment (per cent of labor force) 2.25 2.66 + 23.6 - 15.4 144.8 
Building Permits, total 16 cities (1, 000s) $ 8,147 $ 5,599 + 29.3 + 45.5 $23. 2% 
Residential 5,933 3,467 + 20.4 380. 64 
Nonresidential 1,617 1,818 +133.2 - 11.1 238, 42 
Other 597 314 - 12.2 + 90.2 210, 98 
Index of All Farm Prices (1947-49 = 100) 106, 2 96.2 - 0.7 + 10.4 106.2 
Index of Livestock Prices 116.4 101.3 + 6.5 + 14.9 116.4 
Index of Crop Prices 88.5 90.5 - 4.3 - 2.2 88.5 


“Indexes for these items are used to compute the Index of Business Activity. 
Although the number of reporting units changes, the indexes for these items are comparable with indexes for preceding months. 


bThe figures in this series are based on the average of three months'data, 

©Revised total figures. 

na - not available 

Sources: 

Retail Sales data: N.M. Bureau of Revenue 

Potash Production: N,M. Bureau of Revenue 

Petroleum and Natural Gas Production: N,M. Oil Conservation 
Commission 

Life Insurance Sales (New Ordinary): Life Insurance Agency 
Management Association 

Wage Workers and Unemployment: N.M. Employment Security 
Commission and U.S. Department of Labor 


Electric Power Production: Federal Power Commission 


Metallics Production: U.S. Bureau of Mines 


Farm Prices and Marketings: U.S. Agricultural Marketing 


Service 
Bank data (all series), Building Permits: 
Bureau of Business Research 


Business Failure Liabilities: Dun & Bradstreet, Inc. 
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Monthly Summary (Continued from Page 1) 


in the early part of the year. Building permits 
dropped off sharply in November, but this decline 
appeared to be only temporary. December's per- 
mits rebounded to a level only slightly below the 
average for the year, bringing the total for 1958 
to a figure 48 per cent higher than the previous 
all-time record in 1955. Sales of construction 
contractors during the first 10 months of the year 
showed an even greater increase over 1955--62 
per cent--primarily because of the greater in- 
crease in heavy and highway construction not 
covered by permits. 

Even though the construction industry led the 
field in 1958, other segments of the State's e- 
conomy haveturned in impressive records, par- 
ticularly inview ofthe above-mentioned recession 
in the nation generally. Employment gains in fi- 
nance, services, and manufacturing have been 
particularly good, and these, together with the 
more modest ones in trade and in government, 
have served to more than offset the disappointing 


performance in mining and in transportation and 
utilities. 


INSTEAD OF FIGURES--WORDS 
(Continued from Page 13) 


once jokingly given us on a former occasion when 
we were sweating out a delay in figures: ''Don't 
bother with the figures; just use adjectives. "' 

Right now we are more inclined to use exple- 
tives than adjectives, but our personal irritation 
is really a small matter. There is a larger 
matter of real concern, however, and that is the 
periodic disruption of state government functions 
that occurs with changes in administration. 

Lest this jeremiad be misconstrued as a con- 
demnation of any person, administration, or 
political party, we hasten to point out that the 
current breakdown in reporting is a perennial 
thing that cannot justly be blamed on any single 
individual, either political party, or any recent 
administration. The only place the blame can be 
put is on the system, which prostitutes the oper- 
ation of state government to political patronage. 

Such a system dictates that there shall be a 
fairly complete turnover of personnel with every 
change in elected officials. Under such a system, 
each administration is almost forced to operate 
as though the purpose of state government and 
state jobs is to perpetuate the power of the in- 
cumbent party rather than to administer the laws, 
which (presumably) the majority of the citizens 
want administered. 

We are not suggesting that the government 
workers involved are not concerned with how 
well government operates. On the contrary, we 
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know that, with few exceptions, they are deeply 
concerned. They are more unhappy, if that is 
possible, than we-.are about this more or less 
complete breakdown in government. But what 
can they do? They have been placed in jobs the 
technical requirements of which they do not un- 
derstand. Moreover, they have found, as each 
new group before them has found, that the people 
who preceded them--concerned with finding other 
jobs before they were fired--have left many things 
undone and have left few explanations of how to 


carry out the detailed functions required by each 
job. 


Each new group, then, must undergo a period 
of finding out how to do its work; and each group 
has to find out the hard way--by experience. Ex- 
perience may be, as the old saw says, the best 
teacher; but learning the detailed requirements of 
a new job without the aid of a person who "'knows 
the ropes'' is probably the most difficult, the 
slowest, and the costliest way to do it. A system 
which periodically requires a whole new set of 
workers to acquire a knowledge of their jobs by 
the most costly and time-consuming method a- 
vailable denies the benefits of experience, inter- 
rupts the functioning of government, and, at the 
same time, increases its cost. 

The point is this: carrying onthe detailed work 
of government requires considerable knowledge, 
much of which canbe gained only by training plus 
experience. If the system requires that periodi- 
cally all the experienced people be thrown out, 
then state government will periodically grind toa 
screeching halt from which it will recover only 
gradually and just about in time to be brought to 
another stop by a succeeding change-over in ad- 
ministration. 

The cost of the spoils system to the people of 
New Mexico, both in uncounted dollars and in 
nervous wear and tear, is fantastically high. It 
is a cost which the people of New Mexico can ill 
afford. 

There is a remedy for this intolerable situation 
--one which is apparent to nearly everyone who 
has observed the operation of state government. 
That remedy is to establish what is popularly 
known as the merit system for state employees. 

We know that the remedy is not the perfect 
solution; there are few perfect solutions to any of 
our problems, human nature being as it is. But 
to establish a merit system would go a long way 
toward remedying the periodic breakdown in the 
functioning of state government which plagues 
New Mexico under the present system. The 
greatest step the Legislature could take to bring 
better government to New Mexico would be to 
place under the merit system allstate jobs below 
the policy-making level. 


--R. L.E. 


CHART-OF-THE-MONTH 


Wide variations occur ......in TOTAL TAX RATES 


in Effect 


State and County Rate 


Portales: $32 per thousand 


3 School District 


Municipal Rate 
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